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Brazil: Inter-american Development Bank Consideration Of
$350 Million Loan Request Postponed At U.S. Lead
by Barbara Khol
Category/Department: General
Published: Tuesday, April 9, 1991
April 1: The Brazilian news media reported that government officials are irritated by the InterAmerican Development Bank (IDB) board of governors to postpone consideration of a $350 million
loan request for 60 days. The loan for financing of water treatment systems in poor communities
throughout the country was "blocked" at the request of the US. France, Canada, Germany, Japan
and Britain supported the US move. April 2: Acting foreign minister Marcos Azambuja said
"some industrial countries" in the IDB had decided to postpone consideration of the loan request
"on grounds that have nothing to do with the merits of the project itself." The reason for the
postponement, he said, was to "pressure Brazil into reaching an agreement with private banks on its
interest arrears." Azambuja said the US-led action was putting the IDB at risk both "as a financial
institution and as a multilateral instrument for regional development." Member-nations supporting
the postponement, according to the official, broke a pledge to avoid using multilateral organizations
as a means to influence talks between debtor nations and private banks. Morever, he added, IDB
statutes forbid any such linkage. Next, Azambuja asserted that Brazil had "rigorously met all its
commitments with the IDB, raising no doubt as to its ability to continue doing so. During the past
four years, Brazil has transferred $700 million to the IDB." The official said postponment of the
IDB loan will "delay essential emergency aid to needy people in areas of high unemployment."
Azambuja added that he hoped the IDB would promptly change its mind on the matter and thanked
IDB president Enrique Iglesias and several European, Latin American and Caribbean countries
"who came out against the decision." April 7: Economy Minister Zelia Cardoso de Mello told the
44 IDB governors at the organization's annual meeting in Nagoya, Japan, that the loan evaluation
postponement was clearly intended as a means to pressure Brasilia into concluding negotiations
with bankers on payment arrears. The minister said that an absolute majority of the shareholders,
representing 57% of voting power, was opposed to the postponement. In addition to all Latin
American and Caribbean nations, the motion to postpone was rejected by Holland, Belgium,
Denmark, Norway, Finland, Spain, Switzerland, Sweden, Portugal, Austria and Israel. Mexican
Treasury Minister Pedro Aspe and Argentine Economy Minister Domingo Cavallo expressed
support for Brazil's criticism of the IDB action, asserting that the bank should evaluate loan requests
solely on the basis of project merit. They added that the IDB must not be transformed into yet
another instrument of applying pressure on behalf of commercial banks. IDB president Iglesias
said the loan project was not objectionable in any technical sense. He added that the decision to
postpone consideration of the loan request was "regrettable." At a press conference later in the
day in Nagoya, David Mulford, US Treasury undersecretary for international affairs, said the loan
had been blocked not to protect the commercial banks, but rather because continued delay in
finalizing an agreement with the banks constituted a "threat" to the financial health of multilateral
institutions. Mulford said the US "will be very happy" to remove the block on the loan as soon as
Brazil concludes an agreement with the commercial banks. The IDB's annual report states that loans
to Brazil last year dropped by 25.2%. Of the $393 million approved for Brazil, only $244 million were
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disbursed in 1990. (Basic data from EFE, 04/01/91, 04/07/91; AFP, 04/02/91, 04/07/91; Jornal do Brasil,
Correio Braziliense, Folha de Sao Paulo, 04/08/91)
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